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LA COMPAGNIE PRICE LIMITEE ANNUAL REPORT 1977 


PRICE 
HIGHLIGHTS 
(thousands of dollars except per share calculations) 

1977 1976 

Sales, less delivery expenses $383,148 $340,076 
Depreciation and depletion . 20,835 19,598 
Interest expense . 3,599 5,184 
Income taxes . ee 12,898 7,492 
Earnings from equity-interest companies 1,605 1,423 
Earnings before extraordinary items . 17,653 3,636 
Net earnings 15,131 3,636 
Working capital 111,160 91,672 
Additions to fixed assets . 22,008 31,919 
Long-term debt ee 38,348 41,475 
Common shareholders’ equity . 221,288 208,299 
Per common share: 
Earnings before extraordinary items . $ 1.76 $0.35 
Netearnings . 1.50 0.35 
Dividends declared . 0.20 oo 
Common shareholders’ equity 22.22 20.92 
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REPORT TO THE SHAREHOLDERS 


For the Price Group, 1977 was a year of slow but 
continuing improvement from the generally de- 
pressed levels of 1976. The year closed with our 
newsprint mills operating very close to capacity. 
While this is not expected to continue uninterrupted 
throughout 1978, we are looking for less down-time 
than in 1977. Earnings improved substantially when 
compared with 1976 but are still at an unsatisfactory 
level. The largest factor in the improvement was the 
exchange gain realized on the conversion of U.S. 
sales dollars into Canadian dollars, as compared to 
an exchange loss in 1976. While the exchange ad- 
vantage is most welcome and is expected to continue 
through 1978, we are all very much aware of the 
effect on earnings that would occur from a change 
in the relative value of the Canadian dollar. At cur- 
rent operating levels it is estimated that each one 
cent change in exchange rates between the U.S. and 
Canadian dollar affects annual after-tax earnings by 
approximately 15¢ per common share. 


Sales and Earnings 

Sales in 1977 of $383 million were up $43 million or 
13 per cent over the previous year. In 1977, a strike 
at the Alma newsprint mill lasted from March 16 to 
June 4, while in 1976 three of the Company’s mills 
were on strike for a month and a half. 

Earnings for 1977, before extraordinary items, 
amounted to $17.7 million, as compared with $3.6 
million in 1976. After the extraordinary items shown 
below, net earnings amounted to $15.1 million or 
$1.50 per common share after providing for dividends 
on preferred shares, as compared with $0.35 per 
common share in 1976. 

Price Wilson Limitée, a wholly-owned subsidiary, 
divested itself of an unprofitable United States ware- 
housing subsidiary which, for the ten months prior 
to its disposal in October, had incurred operating 
losses of $1.7 million. Plans were made also for the 
disposal by Price Wilson of the business of an un- 
profitable 50 per cent owned company. In connection 
with both of the foregoing, provision has been made 
for estimated terminal losses totalling $3.3 million. 
Also, a tax credit of $778,000 resulting from a loss 
carry-forward in another subsidiary has been taken 
into account and the effect of these three items is a 
net extraordinary loss of $2.5 million. 

The premium received from the conversion of U.S. 
dollars into Canadian dollars has contributed approx- 
imately $9 million to net earnings in 1977, as com- 
pared with a loss of $1.5 million in 1976. The effect 


of the federal 3 per cent inventory allowance and the 
investment tax credit has increased 1977 earnings 
by approximately $1.5 million. The 3 per cent in- 
ventory allowance is the first tangible recognition by 
government that earnings based on historical costs 
are overstated during periods of inflation. 


Financial Position 
Working capital as at December 31, 1977 was $111.2 
million, an increase of $19.5 million from the De- 
cember 31, 1976 level of $91.7 million. Cash and 
short-term investments at the end of 1977 amounted 
to $2.7 million and bank indebtedness, which had 
amounted to $13.2 million at the end of the preceding 
year, was reduced to $4.4 million at the end of 1977. 
The improved position resulted from increased earn- 
ings and from a reduction in capital expenditures. 
There were no long-term borrowings during the 
year. The ratio of long-term debt to shareholders’ 
equity at the year end was .2 to 1. As a result of the 
improvement in earnings and the stronger cash posi- 
tion, the Board of Directors declared quarterly divi- 
dends of 10¢ per common share on September 20 
and November 24 payable on November 1, 1977 and 
February 1, 1978, respectively. 


Newsprint and Uncoated Groundwood Papers 
Operating rates for newsprint mills of the Price 
Group, after declining in the first quarter, were suc- 
cessively higher as the year progressed and ap- 
proached effective capacity in the fourth quarter. With 
a three-month strike at Alma and problems asso- 
ciated with the start-up of the refiner groundwood 
plant at Grand Falls, production of newsprint and 
uncoated groundwood papers amounted to 877,000 
tons in 1977. The higher level of consumption towards 
the end of the year, the reduction of U.S. publisher 
inventories (to which group we sell over 60 per cent 
of our Output) and the 3 to 4 per cent growth pattern 
projected for North America all point to an improved 
sales outlook for 1978. A price increase of $15 per 
ton of 30 pound standard newsprint has been an- 
nounced to become effective April 1, 1978 in the 
United States. Throughout the year, we continued the 
upgrading of our newsprint facilities, including com- 
pletion of the extensive new refiner mechanical pulp 
plant at Grand Falls. 

During 1977, a separate division for uncoated 
groundwood papers was established, reflecting the 
growing importance of these products to the Com- 
pany. Late in the year, a $32 million expenditure for 
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total conversion of the Kenogami “‘News’” mill to 
uncoated groundwood papers was given conceptual 
approval. On completion of this project and in com- 
bination with Abitibi’s Sault Ste. Marie uncoated 
groundwood papers mill, Abitibi-Price will be a lead- 
ing supplier to North American and offshore users 
of rotogravure, offset, directory and other specialty 
papers. 

As the year progressed, a major dedication to im- 
proving quality began to result in better market pen- 
etration. Sales volume increased to the point where 
the Kenogami mill was sold out by the last quarter 
compared to taking some short-time operation earlier. 
Profits have improved and the outlook for 1978 is 
encouraging. 


Canadian domestic shipments of kraft paper and 
paperboard were at about the same levels in 1977 
as in 1976. Competition in kraft papers was severe 
due to oversupply and a susceptibility to imports, 
with the result that downtime was incurred and fur- 
ther erosion of profit margins took place. 

Although domestic paperboard consumption did 
not grow in 1977, Price’s market share increased, 
enabling a higher production level than last year. 
Production of 104,000 tons of kraft paper and paper- 
board in 1977 was 10,000 tons higher than in the 
previous year. While a small loss was incurred on 
these products in 1977, a somewhat better market 


Newsprint and uncoated groundwood papers . 
Paperboard Behe S ee tee) emer 

Kraft paper. 

Lumber 2 far’. «sce sh 29 ena 
Converted and resale products of Price Wilson 


Newsprint and uncoated groundwood papers — tons 
Paperboard —tons . aon ae 

Kraft paper —tons . 

Lumber — Mf.b.m. 


for paperboard combined with recent mill improve- 
ments provides an improved outlook for 1978. 


Despite a slow start due to severe winter conditions 
in our market area of the United States, the improve- 
ment in residential construction which began in 1976 
continued in 1977. Housing starts in North America 
reached about 2.2 million, an increase of 22 per cent 
over 1976. 

Other uses for softwood lumber continued to show 
an upward trend and the overall demand for lumber 
in 1977 was much improved over the previous year. 
The higher demand for lumber led to major price 
swings in this very competitive market. From a low 
level in the first half of the year prices rose rapidly to 
record highs in the third quarter then fell quickly, 
losing most of the gains that had been realized 
earlier. 

The Skeena sawmill at Terrace, British Columbia, 
operated at capacity throughout 1977 and registered 
the highest earnings year in its history. The Peri- 
bonca sawmill which began operations in 1976 also 
contributed satisfactorily to earnings. However, losses 
were incurred at the Shipshaw and Price sawmills, 
both of which operated approximately half of the year. 

Towards the end of the year some strengthening 
of the market took place and for 1978 forecasts in- 
dicate a year that on balance should be comparable 
to 1977. 


1977 1976 
$265,534,000 $232,935,000 
22,126,000 19,480,000 
13,762,000 13,648,000 
34,732,000 27,634,000 
46,994,000 46,379,000 
$383,148,000 $340,076,000 
877,000 938,000 
61,000 53,000 
43,000 41,000 
219,000 196,000 


Price Wilson Limitée 

The consolidated net loss of Price Wilson for the 
year amounted to $6.3 million as compared with a 
loss of $2.9 million in 1976. Included in the results 
of the current year are terminal losses of $3 million 
and $300,000, respectively, on the divesting of Na- 
tional Distribution Services, Inc., a United States 
warehousing subsidiary which in the ten months prior 
to its disposal in October had incurred operating 
losses of $1.7 million, and the planned divestment in 
early 1978 of a joint-venture company. Maintenance 
Systems, another small unprofitable business, was 
disposed of also during the year. The disposal of 
these operations, together with numerous other posi- 
tive changes made in procedures, controls and 
techniques, should prove beneficial in 1978. 

By concentrating fully on its main business, the 
manufacture and distribution of industrial paper 
products for the fast food, industrial and retail 
markets, the objective of turning the company into 
a profitable position should be achieved in 1978. 


Mining and Exploration 

Mining operations of the Price Group resulted in a 
loss of $138,000 in 1977 as compared with a loss of 
$311,000 in 1976. Base metal prices were firm earlier 
in the year and while lead prices continued to rise 
during the year, prices for copper and zinc weakened 
seriously. 

The mill at Buchans treated 192,000 tons of ore in 
1977 and produced 29,000 tons of zinc concentrates, 
17,000 tons of lead concentrates and 4,000 tons of 
copper concentrates. 

Exploration efforts in 1977 were again concentrated 
mainly in the general area around Buchans in a con- 
tinuing effort to find new ore to replace the reserves 
now being mined, which are expected to be fully 
depleted by 1980. 

While most of the 1978 exploration activities of the 
Company will again be centered in the Buchans area 


Capital Expenditures — 1977 


~ Construction of bark burning facility at Chandler . 


General modernization and replacement of mill assets 


- Purchase and construction of woods assets 


: 


Installation of refiner mechanical pulp facility at Grand Falls 
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of Newfoundland, additional exploration will be car- 
ried out in other areas, including the Bathurst area 
of New Brunswick and, with partners, the Gaspé area 
of Quebec. 


Labour Relations 

Negotiations were carried out in 1977 with unions 
representing employees at the newsprint mills at 
Alma and Kenogami (except the papermakers), the 
Kenogami kraft and paperboard mill, the woodlands 
operations at Grand Falls and the sawmill at Ship- 
shaw. After a strike of almost three months at the 
Alma newsprint mill, contracts were signed for the 
Kenogami and Alma newsprint mills and the Keno- 
gami kraft and paperboard mill. The final settlement, 
which was within industry patterns, was accepted by 
the Anti-Inflation Board. All other contracts were 
settled within A.I.B. guidelines. 

As was emphasized recently to the Quebec Par- 
liamentary Committee on Natural Resources, labour 
rates in the Canadian pulp and paper industry are 
too high in relation to the productivity of our opera- 
tions. As a result, the competitive position of the 
Canadian industry has deteriorated in relation to the 
expanding competition in the Southern United States. 
Recently, the weaker Canadian dollar has helped to 
offset this serious problem but past experience indi- 
cates that the exchange gain should not be con- 
sidered a permanent cure. 

The year 1978 will be an extremely heavy one for 
bargaining. All major contracts in the newsprint mills, 
the kraft and paperboard mill and the woodlands 
operations expire in 1978. These contracts cover a 
total of over 8,200 employees represented by five 
different unions. 

We believe that all parties concerned realize that 
security of jobs and income are dependent upon our 
ability to produce competitively with other countries, 
particularly the U.S. With this realization it is antic- 
ipated that reasonable settlements will be made. 


$ 8,067,000 
1,721,000 
8,396,000 
3,824,000 


$22,008,000 


Research and Development 

During the year, the new refiner mechanical pulp 
plant at Grand Falls was brought into production to 
replace the existing stone groundwood mill. The 
performance of newsprint produced with this new 
pulp has been carefully monitored and found to have 
good runability and printability as the percentage of 
refiner pulp was increased and the use of sulphite 
pulp greatly reduced. 

Research efforts in 1977 were concentrated on 
pilot plant development of refiner pulp produced in 
a similar process but to which thermal and chemical 
treatments are added. Newsprint and roto papers 
were made on a commercial paper machine using 
this pulp alone, without the customary addition of a 
fortifying chemical pulp. The products were superior 
in cleanliness and strength and printed well by letter- 
press, offset and rotogravure processes. This supe- 
rior, high strength pulp will not only provide added 
competitive value to our product but could, even- 
tually, by eliminating the need to use sulphite pulp, 
permit the replacement of our sulphite mills and 
eliminate a major water pollution problem. 

Thermal and chemical treatment equipment can be 
added to the new refiner plant at Grand Falls and 
plans are in progress for the commercial production 
of this pulp at the Kenogami mill. 


Capital Expenditures 

Expenditures on new fixed assets in 1977 amounted 
to $22 million, down $9.9 million from 1976. These 
expenditures included the completion of the refiner 
mechanical pulp project at Grand Falls and the bark 
burning facility at Chandler. An analysis of capital 
expenditures appears on page 5 of this report. 

For 1978, it is estimated that capital expenditures 
will increase to $32 million. Major projects planned 
for 1978 include the start of the complete conversion 
of the Kenogami mill to uncoated groundwood papers 
and the construction of a groundwood cleaning sys- 
tem at Chandler. 


Board of Directors 

Mr. Claude Castonguay was elected to the Board of 
Directors at the Annual Meeting of Shareholders held 
on April 14, 1977. An actuary by profession and former 
Minister of Social Affairs in the Quebec Government 
from 1970 to 1973, Mr. Castonguay is President of 
Le Fonds Laurentien Inc. and a director and Chair- 
man of the Board of The Imperial Life Assurance 
Company of Canada. Mr. Castonguay replaces Sir 


Max Aitken of London, England who had been a 
director since 1959, and who, during his tenure, 
made a notable contribution to the welfare of the 
Company. 


Outlook for the Canadian Newsprint Industry 

Sales of newsprint and uncoated groundwood papers 
are expected to show some improvement in 1978. In 
the U.S. market, where most of our products are 
sold, consumption of paper products is expected to 
increase as a result of the estimated growth rate of 
about 4 per cent in the gross national product. 

U.S. publishers’ inventories were reduced in 1977 
and because of the expected increase in consump- 
tion additional shipments may be required to in- 
crease these inventories in 1978. 

As a result of the anticipated improvement in sales 
volume the Canadian industry should operate at a 
somewhat higher rate than it did in 1977; this along 
with the anticipated continuation of weakness in the 
Canadian dollar should result in improved earnings 
for the industry in 1978. 


Outlook forthe Price Group 

The Price Group looks with optimism to 1978, pri- 
marily because earnings for newsprint and uncoated 
groundwood papers should improve. With an es- 
timated growth rate of 3 per cent, the supply-demand 
position should permit the newsprint mills to operate 
at a much improved level of capacity. In spite of | 
escalating costs, the announced $15 per ton price 
increase, together with a continued weakness of the 
Canadian dollar should result in an improved return 
at the higher operating rates. 

Price expects its overall sawmill operating results 
in 1978 will be at about the same level as last year. 
The outlook for lumber anticipates that housing starts 
in North America will be about the same as they were 
in 1977. This should result in market conditions being 
close on the average to last year in both demand and 
price. 

Price will benefit substantially from federal income 
tax legislation passed in December 1977 pertaining 
to losses of certain subsidiary companies. Under 
these amendments, unexpired tax losses of Canadian 
subsidiary companies can, effective with dissolutions 
or amalgamations commenced after March 31, 1977, 
be utilized by the parent or successor company, as 
the case may be, in the year following the commence- 
ment of dissolution or amalgamation proceedings. 
Price took the necessary steps in 1977 which will 


allow it to utilize the related tax losses of two such 
subsidiaries commencing in 1978. Another amend- 
ment provides for a time extension in the 5 per cent 
investment tax credit, to July 1, 1980, and for quali- 
fied capital expenditures made in specified geo- 
graphical areas the rate has been increased to 7% 
or 10 per cent depending on the area. Most 1978 
Capital expenditures of the Price Group will qualify 
for the higher rates. 

In general, the Price Group should achieve better 
results in 1978. However, it should be mentioned that 
reported earnings are being charged with depre- 
ciation based on historical costs. Depreciation based 
on current replacement costs of fixed assets would 
be significantly higher with a consequent reduction 
in earnings. 

The Board of Directors wishes to express its 
sincere appreciation for the support of the many 
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loyal employees of the Price Group during the past 
year. 
Submitted on behalf of the Board, 


A +~A.~4~74—___o 


Chairman of the Board 
President and Chief Executive Officer 


Quebec City, Quebec 
February 21, 1978 


LA COMPAGNIE PRICE LIMITEE AND SUBSIDIARY COMPANIES 


CONSOLIDATED NET EARNINGS 


(thousands of dollars except per share calculations) 


December 31 _ 


1977 
Sales, less S Galvan expenses $383,148 
Other income (note 2) . 853 
384,001 
Cost of sales . 295,937 
Selling expenses. : 14,914 
Administrative expenses . 16,250 
Depreciation and depletion . 20,835 
Interest on long-term debt. 2,725 
Other interest . 874 
Income taxes . 12,898 
19,568 
Interest in earnings of companies accounted for 
on the equity basis (note 3). 1,605 
Mining loss. on. (138) 
21,035 
Minority shareholders’ interest . 3,382 
Earnings before extraordinary items . 17,653 
Extraordinary items (note 4) . 2,522 
Net earnings $ 15,131 
Per common share : 
Earnings before extraordinary items $ 1.76 
Net earnings 1.50 
CONSOLIDATED RETAINED EARNINGS 
(thousands of dollars) 
1977 
Retained earnings at beginning of year . $126,965 
Net earnings oe. : 15,131 
142,096 
Dividends declared — preferred shares . 150 
— common shares 1,992 
Retained earnings at end of year . $139,954 


1976 


“$340, 076 
. 1,018 


1976 


$123,479 
3,636 
127,115 
150 


$126,965 


CHANGES IN CONSOLIDATED FINANCIAL POSITION 


(thousands of dollars) 


Financial Resources Provided By: 


Earnings before extraordinary items . 

Charges (credits) to earnings not affecting working capital: 
Depreciation and depletion Cr, 
Deferred income taxes . 
Interest in earnings of companies accounted for on the equity basis 
Minority shareholders’ interest Oo ee a. 
Other — net 


Funds from operations . 


Decrease in receivables not currently due . 
Disposals of fixed assets . 7. 
Decrease in investments 

Issue of common shares . 


Financial Resources Used For: 


Additions to fixed assets . 
Reduction of long-term debt . 
Dividends: 

Shareholders of the Company 

Minority shareholder of a subsidiary company . 
Additional investment in equity-interest company 
Other items — net eee Ea, 


Increase (Decrease) in Working Capital . 
Working Capital at Beginning of Year . 
Working Capital at End of Year . 


PRICE 


Year Ended 
December 31 
1977 1976 

$ 17,653 $ 3,636 
20,835 19,598 
4,652 4,974 

(1,605) (1,423) 
3,382 1,784 
505 107 
45,422 28,676 
2,184 1,409 
1,433 rake 
— 1,679 
— 659 
49,039 33,200 
22,008 31,919 
4,214 4,210 
2,142 150 
652 615 

50 950 

485 oo 
29,551 37,851 

19,488 (4,651) 
91,672 96,323 
$111,160 $91,672 


LA COMPAGNIE PRICE LIMITEE AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


(thousands of dollars) December 31 


ASSETS 1977 1976 


Current Assets: a 
Cash and short-term investments . . . =... $ 2,722 $ 6,353 


Accounts receivable. 2.5. . = 2s... COC 62,363 56,104 
income taxes recoverable. . . .. .. 3 240 1,583 
Inventories (nole5). =. = “sl tC 106,364 91,720 
Prepaid expenses . ... 82... . .. =...) . .. . 2,303 2. 

173,992 157,938 


Fixed Assets: : 
Properties, plantand equipment . . . . . 2°. .. 2. 420,014 — (412,367 


Logging equipment and development. . . ee 37,144 35,916 : 
Woodlands and mining and water power rights. ee 35,959 _ soo | 
493,117 484,242 
Less — accumulated depreciation and depletion. ..... . 278,405 : 967,163 
214,712 217,079 
Other Assets: oF 
Equity-interest companies (note 3)... «sk, 5,009 3,654 
Receivables notcurrently due. -.. . . 5.6 4s. 4, 3,036 5,220 
Investments, ai cost. . . .-. .  .,  . . # «= 943 = 943 
8,988 ge 
$397,692 $384,834 — 


The financial statements have been 
approved by the Board: 


A. A. Labréque, Director 
C. R. Tittemore, Director 
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December 31 


PRICE 


LIABILITIES 1977 1976 
Current Liabilities: 
Bank indebtedness $ 4,400 $ 13,200 
Accounts payable and accrued liabilities . 45,430 44,894 
Income and other taxes payable. 7,692 3,993 
Dividends payable 1,071 es 
Long-term debt due within one year (note 6) 4,239 4,104 
62,832 66,266 
Long-Term Debt (note 6) . 38,348 41,475 
Unrealized Gain (Loss) on Translation of Long-Term 
Debt Payable in U.S. Funds (note 1(b)) (190) 897 
Deferred Income Taxes 58,017 53,230 
Minority Shareholders’ Interest . 13,647 10,917 
SHAREHOLDERS’ EQUITY 
4% Cumulative Redeemable Preferred Shares — 
$100 par value (redeemable at $101) — 
Authorized and issued — 50,000 shares, less 12,500 
shares redeemed . 3,750 3,750 
5.6% Cumulative Redeemable Preferred Shares — 
$100 par value (redeemable at $110) — 
Authorized and unissued — 600,000 shares . _ _ 
Common Shares — without nominal or par value — 
Authorized — 15,000,000 shares 
issued — 9,958,092 shares (note 7) . 81,334 81,334 
Retained Earnings 139,954 126,965 
225,038 212,049 
$397,692 $384,834 
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LA COMPAGNIE PRICE LIMITEE AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of Significant Accounting Policies 


(a) Principles of Consolidation 
The consolidated financial statements include the accounts of La Compagnie Price Limitée and all companies — 
in which it holds more than a 50% interest. Investments in companies in which Price holds a major interest, 
but not more than 50%, are included in the consolidated financial statements in accordance with the equity 
method of accounting. 


(b) Translation of Foreign Currencies 
Balances and transactions in other currencies have been translated into Canadian dollars as iol 


Current assets, current liabilities and long-term debt at exchange rates in effect at December 31; 
Items included in net earnings at rates prevailing during the year. 


The Accounting Research Committee of the Canadian Institute of Chartered Accountants has recently issued — 2 


an exposure draft on the subject of translation of foreign currency transactions and foreign currency financial 


statements. Recommendations as to required Canadian accounting practice are expected sometime in 1978. 
Pending an official pronouncement from the C.I.C.A., the unrealized loss on translation of long-term debt — 
payable in United States funds has been deferred on the balance sheet. Realization of this loss is ieuce ( 
on the exchange rate in effect when the debt is retired. 


(c) Inventories — 
Inventories of finished products, materials and operating supplies are valued at the lower of average cost and : 
net realizable value. Inventories of pulpwood and sawlogs are valued at average cost. 


(da) Fixed Assets and Depreciation 2 
Fixed assets are recorded at cost. Depreciation is provided at rates considered peegualc to amortize the cost : 
over the productive lives of the assets. The principal asset category is primary production equipment which 


is depreciated over 20 years on a straight-line basis. Timber limits are depleted on the unit- “oF pro 


basis to the extent of amounts allowable for income tax purposes. 


(e) Research and Development 
Research and development expenditures are written off when incurred, except for expenditures on physical : 
facilities which are capitalized and depreciated on a straight-line basis over their estimated useful lives. 


(f) Pension Costs 

Current service pension costs are funded and charged to earnings as they accrue. Past service costs are 
funded and charged to earnings at rates which, based on actuarial reports, will provide for full funding by 
December 31, 1990. 


(g) Income Taxes 

Earnings are charged with income taxes relating to reported profits. Differences between such taxes and 
taxes currently payable, which result from timing differences between the recognition of income and expenses 
for accounting and tax purposes, are reflected as Deferred Income Taxes in the financial statements. Tax 
benefits relating to current losses are not included in earnings unless recovery is virtually certain. When 
tax benefits not previously recognized are realized they are included in earnings as an extraordinary item. 


(h) Earnings Per Common Share 


Earnings per common share calculations are based on the average number of shares outstanding during the 
year and are computed after allowing for dividends declared on preferred shares. 
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2. Other Income 


Interest and miscellaneous income : 
Gain on current maturities of long-term debt : : : 
Net gain (loss) on disposals of investments and fixed assets : 


3. Equity-Interest Companies 


Equity at beginning of year . 
Additional investment . 
Equity in earnings . 


Provision for loss on investment . 
Equity at end of year . 


4. Extraordinary Items 


Loss on disposal of investment in National Distribution Services, Inc., a U.S.A. 


warehousing subsidiary of Price Wilson Limitée 


Provision for loss on Price Wilson investment in equity- interest distribution 


company 


Income tax reductions realized on application of prior years’ losses 


5. Inventories 


Finished products : 

Pulpwood, sawlogs and expenditures « on 
current logging operations 

Materials and operating supplies . 


1977 1976 
$ 369,000 $ 530,000 
211,000 595,000 
273,000 (107,000) 
$ 853,000 $1,018,000 
1977 1976 
$3,654,000 $1,281,000 
50,000 950,000 
1,605,000 1,423,000 
5,309,000 3,654,000 
300,000 — 
$5,009,000 $3,654,000 
$3,000,000 
300,000 
3,300,000 
___ 178,000 
2,522,000 
1977 1976 
$ 28,826,000 $24,505,000 
54,763,000 47,219,000 
22,775,000 19,996,000 
$106,364,000 $91,720,000 
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1976 


6. Long-Term Debt 1977 
La Compagnie Price Limitée: 
Sinking Fund Debentures — o 
534% Series A maturing 1982 $ 8,700,000 $ 9,900,000 
634% Series B maturing 1987 19,600,000 — 20,900,000 
La Compagnie Gaspésia Limitée: 
5%2% Sinking Fund Notes maturing 1985. . . 9,736,000 10,098,000 ~ 
6% Subordinated Sinking Fund Notes maturing 1986 . 4,551,000 4,681,000 
42,587,000 45,579,000 
Less: Amount due within one year. 4,239,000 4,104,000 
$38,348,000 


$41,475,000 — 


Sinking fund obligations for the years 1978 to 1982 are estimated to be $4,239,000 annually. oe 
long-term debt is payable in U.S. dollars and aggregated $13,060,000 U.S. at December 31, 1977 ciate —_— 
$14,650,000 U.S.) 


7. Common Shares 


Under the Price Group Employees Share Purchase Plan, employees are permitted to purchase common 
shares of Price on an instalment basis through payroll deductions. There were no shares issued during 
the year and, of 286,390 shares reserved under the Plan at December 31, 1977, subscriptions were out- 
standing for approximately 86,000 shares at $8.97 per share. Subscribers have the right to cancel their 
subscriptions at any time up to May 31, 1978, on which date the Plan will terminate. 


8. Income Taxes 


Non-capital tax losses not yet utilized and available for application against taxable income which may be 
earned in future years aggregate approximately $6,800,000 and expire $100,000 in 1978, $100,000 in 1979, 
$3,400,000 in 1980, $2,900,000 in 1981 and $300,000 in 1982. A major part of these tax benefits could be 
realized as early as 1978 as a result of 1977 tax legislation which permits a company to utilize the tax 
losses of a subsidiary following wind-up of the subsidiary. 


9. Capital Projects 


An estimated $8.8 million will be required to complete approved capital projects. 


10. Lease Obligations 


Price and its subsidiaries are committed under leases, principally for office and warehouse premises and 
woods equipment, for varying terms expiring up to 1999. The aggregate rental payments required for the 
12 months ending December 31, 1978 under leases having an unexpired term of more than one year at 
December 31, 1977 are $2,300,000, of which $1,500,000 is attributable to leases having an unexpired term of 
more than five years. 
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11. Unfunded Pension Benefits 


The most recent independent actuarial estimates indicate that the single-sum liability for unfunded past 
service pension benefits not provided for in the accounts at December 31, 1977 is approximately $14.7 million 
and that, at the current rate of Company contributions, the pension plans will be fully funded by December 31, 
1990. 


12. Anti-Inflation Program 


Price and its Canadian subsidiaries are subject to controls on prices, profits, compensation and dividends 
under the federal government’s anti-inflation program and have complied with such program. 


13. Other Statutory Information 


(a) The aggregate direct remuneration paid by the Company and its subsidiaries to the directors and senior 
officers of the Company during the year ended December 31, 1977 was $49,000 and $653,000, respectively. 


(b) Loans outstanding with officers relating to the purchase of residences amounted to $113,000 at December 
31, 19/77. 


AUDITORS’ REPORT 


1200, avenue McGill College 
Montréal, (Québec) H3B 2G4 
(514) 879-9050 Télex 05-268714 


ce 
aterhouse & Cie 


COMPTABLES AGREES 
February 14, 1978 
To the Shareholders of La Compagnie Price Limitee 


We have examined the consolidated balance sheet of La Compagnie Price Limitée as at December 31, 1977 
and the consolidated statements of net earnings, retained earnings and changes in financial position for the 
year then ended, and have obtained all the information and explanations we have required. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. We have relied on the reports of 
other independent accountants who have examined the financial statements of Boise-Price Southern 
Newsprint Corporation, a partly-owned company accounted for by the equity method. 


In our opinion, and according to the best of our information and the explanations given to us and as shown 
by the books of the Company, these consolidated financial statements are properly drawn up so as to exhibit 
a true and correct view of the state of the affairs of the Company as at December 31, 1977 and the results 
of its operations and the changes in its financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


CHARTERED ACCOUNTANTS 
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LA COMPAGNIE PRICE LIMITEE AND SUBSIDIARY COMPANIES 


TEN-YEAR REVIEW 


Sales and Earnings: ($000’s) 

Sales, less delivery expenses . 

Other income . . 

Cost of sales, selling and administrative expenses . 
Depreciation and depletion . 

Interest expense 

Income taxes (credit) . : : 
Earnings from equity-interest companies ; 
Mining income (loss). . ; 

Minority shareholders’ interest . 

Earnings before extraordinary items . 

Net earnings . 


Financial Position: ($000’s) 
Working capital . : 

Net fixed assets . 

Additions to fixed assets . 

Long-term debt . 

Common shareholders’ equity . : ‘ 
Common shares outstanding (thousands) : 
Number of common shareholders . 


Per Common Share: 

Earnings before extraordinary items . 
Net earnings . : : 
Dividends declared : 

Common shareholders’ equity . 


Production: 


Newsprint and uncoated groundwood papers — tons. 


Paperboard — tons 
Kraft paper — tons . 
Lumber —— Mf.b.m. 
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1977 1976 
$383,148 $340,076 
853 1,018 
327,101 304,512 
20,835 19,598 
3,599 5,184 
12,898 7,492 
1,605 1,423 
(138) (311) 
3,382 1,784 
17,653 3,636 
15,131 3,636 
$111,160 $ 91,672 
214,712 217,079 
22,008 31,919 
38,348 41,475 
221,288 208,299 
9,958 9,958 
6,446 6,885 
$ 1.76 $ 0.35 
1.50 0.35 

0.20 — 
22.22 20.92 
877,000 938,000 
61,000 53,000 
43,000 41,000 
219,000 196,000 


1975 


$298,917 
2,965 
256,461 
19,779 
385 
10,794 
4221 
1,000 
eat 
12,453 
12,453 


 $ 96,323. 


205,538 
44,345 
45,685 

204,154 
9,903 

7,754 


$ 1.24 
1.24 
0.75 

20.62 


873,000 
53,000 
31,000 
66,000 


PRICE 


1974 1973 1972 1971 1970 1969 1968 
$320,147 $229,469 $212,326 $183,509 $179,228 $185,710 $162,650 
4,547 2,833 824 656 2,072 1,102 1959 
247,259 200,471 183,519 165,567 158,418 154,664 140,711 
17,250 15,268 13,682 13,731 14,004 13,700 11,160 
3,394 3,709 3,976 4,688 5,412 5,700 5,009 
20,20f 5,191 4,973 (617) 741 5,124 2,344 
2,690 793 211 195 1,846 2,480 2,201 
2,306 709 547 389 485 199 281 
31,868 LBL 6,664 1,202 4,086 9,345 7,385 
31,868 Ti 76i 6,664 1,202 4,086 9,345 7,385 
$114,513 $ 97,608 $ 89,232 $ 80,789 $ 78,666 $ 74,681 $ 77,883 
181,641 129,219 177,069 182,012 188,317 193,569 188,183 
24,564 14,261 10,275 7,830 8,962 14,146 13,816 
49,394 54,047 58,623 63,847 68,282 74,106 78,076 
198,695 178,139 173,292 167,834 167,750 168,613 166,155 
9,857 9,844 9,746 9,685 9,685 9,684 9,533 
7,968 9,464 11,837 13,390 14,283 14,207 15,165 
> 3.22 $ 0.78 $ 0.67 > 0.11 $ 0.41 $ 0.95 $ 0.76 
3.22 0.78 0.67 0.11 0.41 0.5) 0.76 
1.15 0.35 0.15 0.10 0.49 0.75 0.75 
20.16 18.10 17.78 17.33 17.32 17.41 17.43 
1,037,000 993,000 1,112,000 984,000 1,089,000 1,061,000 959,000 
63,000 41,000 61,000 59,000 58,000 55,000 57,000 
52,000 37,000 49,000 44,000 47,000 49,000 52,000 
158,000 193,000 171,000 140,000 113,000 144,000 98,000 
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THE PRICE GROUP 


La Compagnie Price Limitée 

(incorporated in Quebec) 

Newsprint, uncoated groundwood papers, paperboard, 

kraft paper and lumber manufacturing 

Head Office: 65 Ste. Anne Street, Quebec City, Quebec 
G1R 3X5 


Price (Nfld.) Pulp & Paper Limited 

(incorporated in Newfoundland — 99.9% owned) 
Newsprint manufacturing 

Head Office: Grand Falls, Newfoundland A2A 2K1 


La Compagnie Gaspésia Limitée 

(incorporated in Quebec — 51% owned) 

Newsprint manufacturing 

Head Office: 65 Ste. Anne Street, Quebec City, Quebec 
G1R 3X5 


Boise-Price Southern Newsprint Corporation 
(incorporated in Delaware — 50% owned) 


Newsprint manufacturing 


Price-Skeena Forest Products Ltd. 
(incorporated in British Columbia) 


Lumber manufacturing; hemlock, cedar and sitka spruce 


Head Office: 2695 Granville Street, Vancouver, B.C. 
V6H 3H6 


Les Ventes Abitibi-Price, Ltée 
(incorporated in Canada — 50% owned) 
Sales of newsprint and uncoated groundwood papers 
Offices: 
Toronto-Dominion Centre, Toronto, Ontario M5K 1B3 
800 Deslauriers Street, Montreal, Quebec H4N 1X2 


Abitibi-Price Sales Corporation 

(incorporated in Delaware — 

100% owned by Les Ventes Abitibi-Price, Ltée) 

Sales of newsprint and uncoated groundwood papers 

Offices: 
45 Rockefeller Plaza, New York, New York 10020 
1400 East Touhy Avenue, Des Plaines, Illinois 60018 
2140 First National Bank Tower, Atlanta, Georgia 30303 
3250 West Big Beaver Road, Troy, Michigan 48084 
Caboto 550, Buenos Aires, Argentina 


Abitibi-Price Sales Company Limited 
(incorporated in the United Kingdom — 
100% owned by Les Ventes Abitibi-Price, Ltée) 
Newsprint sales 
Head Office: 76 Shoe Lane, 

London, E.C. 4A 3JB, England 


Note: Companies listed are 100% owned unless otherwise indicated 
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PRICE 


Bois Abitibi-Price Ltée 
(incorporated in Canada — 50% owned) 
Sales of spruce, hemlock and cedar lumber, rough and 
dressed; pre-cut industrial stock 
Offices: 
Toronto-Dominion Centre, Toronto, Ontario M5K 1B3 
P.O. Box 2900, Postal Station P, Thunder Bay, 
Ontario P7B 5G5 
2695 Granville Street, Vancouver, B.C. V6H 3H6 


La Compagnie des Papiers Kraft et Cartons Price 
(incorporated in Quebec) 
Offices: 
5250 Ferrier Street, Montreal, Quebec H4P 1L4 
797 Don Mills Road, Don Mills, Ontario M3C 1V2 


Paperboard — coated and uncoated 

Single white lined regular and high-yield boards for folding 
carton manufacture, and many specialties such as closure 
cap boards, carrier boards and paper plate grades 


Kraft Papers — unbleached 

Wrapping, multiwall sack kraft, grocery bag and sack kraft, 
waxing, gumming, asphalting and duplexing krafts, and 
other specialty grades for converting 


Price Wilson Limitée 

(incorporated in Canada) 

65 The East Mall, Toronto, Ontario M8Z 5W3 

Sales offices and warehousing/ distribution centres 

in all major cities across Canada 

Sales 

Supplies and services for laundry and dry cleaning, 
sanitary maintenance, retail and industrial packaging, 
business equipment and fast food businesses 
Warehousing and distribution services 

Total transportation, including warehousing, freight 
consolidation, freight forwarding and documentation 
Converted products (Lachute, Quebec) 

A complete range of bags, wrapping paper, towels, folding 
cartons and custom packaging products 


Mining Subsidiaries 

Terra Nova Properties Limited and The MacLean Mining 
Company Limited 

(incorporated in Newfoundland) 

Les Explorations Terra Nova Ltée 

(Libre de responsabilité personnelle) 

(incorporated in Quebec) 
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THE PRICE COMPANY LIMITED 


and subsidiary companies 


INTERIM FINANCIAL REPORT 


For the six months ended 
June 30, 1977 


To the Shareholders: 


Sales for the six months ended June 30, 1$ 
affected by a strike at the Alma newsprint mill 
comparable period of 1976, when three of th 
and a half, sales totalled $146,743,000. 


Net earnings for the first half of 1977 ame 
share, aS compared with a restated loss of § 
period last year. A major factor accounting for 
on the U.S. dollar which contributed approxin 
net exchange loss of $1,100,000 suffered in the 
give recognition to 50% of the estimated effec 
sion of the investment tax credit announced 
which has improved earnings by approximatel 


CONSOLIDATEL 


(unat 
(thousands of dollars exc 


Sales, less delivery expenses ............... : 
Other income ..... ae eae ee Oe 


Cost ot sales... =... ee ae 
Selling expenses .:.......................5 
Administrative expenses ........... pee ae 
Depreciation and depletion ............. es 
Interest on long-term debt... .......-........ : 
Other interest: 
Income taxes ...... ie oe Ae 


Interest in earnings of companies accounted 
for on the equity basis ............ re 


Minority shareholders’ interest in after-tax earnil 


Mining income (loss) ...........3..4........ 
Netearnings (loss)... ..... 2°. 2s 


Net earnings (loss) per common share 
—— before mining income ....-......2....% 
=— mining income ....................-..- 
=—{Olal ee i ee 


Common shares outstanding ................ 


* 1976 figures have been restated to reflect the equity r 
December 1976 for the Company’s investment in Bois 
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77 amounted to $172,033,000, being adversely 
which lasted from March 16 to June 4. In the 
Company’s mills were on strike for a month 


inted to $5,500,000 or 54 cents per common 
2,056,000 or 22 cents per share in the same 
the improvement in earnings was the premium 
ately $2,800,000 to net earnings, as against a 
first half of 1976. In addition, June 1977 results 
of the 3% inventory allowance and the exten- 
1 the federal budget proposals of last March, 
$800,000. 


NET EARNINGS 
jited) 


pt per share calculations) 
Six Months Ended 


June 30 

1977 1976* 

ep one : $172,033 $146,743 
Pa 460 635 
172,493 147,378 

ea oe 135,936 122,574 
Oe ee ae 6,835 5,984 
J eee oe : 7,419 7,114 
ee 10,494 10,874 
we bea oe. 1,392 1,475 
oe Se ; 525 742 
Be ee 4,420 931 
5,472 (2,316) 

ee ae 934 113 
6,406 (1,603) 

1S ke 1,268 382 
5,138 (1,985) 

. 362 (71) 
ee $ 5,500 ($ 2,056) 
ee eo $0.50 ($0.21) 
ee. Sus x .04 (.01) 
ae, aoe $0.54 ($0.22) 
Oo ge Gs ek: 9,958,092 9,958,092 


thod of accounting which was adopted retroactively in 
Price Southern Newsprint Corporation. 


Although Price Wilson has continued to suffer losses in its operations, the demand for pulp 
and paper products produced by the Price Group is improving, particularly in the newsprint 


sector. 


In view of the uncertain conditions which have prevailed, the Board of Directors felt it 
prudent to omit the quarterly common share dividend normally payable on August 1. 


Quebec City, Quebec 
July 28, 1977 


A. A. Labréque 
Chairman of the Board 


C. R. Tittemore 


President and Chief Executive Officer 


CHANGES IN CONSOLIDATED FINANCIAL POSITION 


(unaudited) 
(thousands of dollars) 


Working Capital Provided By: 


Netvearnings (lOSS) 2.22... ..4.5.20....2...405.0...5. 7 


Charges (credits) to earnings not affecting working capital: 


Depreciation and depletion... ..:4.. 62... se 
Deferred income taxes ........... be ee he a 


Interest in earnings of companies accounted for 
on the equity basis ........ oe Le 


Minonty shareholders: interest, = 3... 0... 


Other... 2......2.. ee Sarees 


Decrease in receivables not currently due ................. 


Disposals of fixed assets ...............2.... Vicia ae: 


Decrease in investments ...... kOe oo Se ee. 


Working Capital Used For: 
Additions-to lixed asscts ........3......2)...0.4..- ves 


seer 


. 


Reduction of long-term debt 2. ....:2...9..55-53......5.. 
Dividends x55... se. oe es 
Additional investment in equity-interest company ............. 
Other items — net ............. ee wee ee 5 
Increase (Decrease) in Working Capital ................. 
Working Capital at Beginning of Year ................... 
Working Capital at End of Period ....,........5..:2..3.. 


Six Months Ended 


June 30 
1977 1976* 
$ 5,500 ($ 2,056) 
10,494 10,874 
2,429 4,902 
(934) (713) 
1,268 382 
(81) 119 
18,676 13,508 
489 95 
447 118 
ane 1,679 
ao 659 
19,612 16,059 
12,068 15,422 
1,300 1,300 
75 75 
2 200 
Sir 2 et 
_13,443 _17,001 
6,169 (942) 
91,672 96,323 
$97,841 $95,381 


* 1976 figures have-been restated to reflect the equity method of accounting which was adopted retroactively in 
December 1976 for the Company’s investment in Boise-Price Southern Newsprint Corporation. 
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LA COMPAGNIE PRICE LIMITEE 


et ses filiales 


RAPPORT FINANCIER INTERIMAIRE 


Pour le semestre terminé 
le 30 juin 1977 


Aux actionnaires: 


Les ventes pour les six mois terminés le 30 juin 1977 se sont élevées a $172,033,000 et le 
chiffre d’affaires a subi le contrecoup d’une gréve dans notre usine de papier journal d’Alma qui 
a duré du 16 mars au 4 juin. Au cours de la période correspondante de 1976, alors que trois 
usines de la compagnie avaient subi une gréve d’un mois et demi, les ventes s’étaient élevées 
a $146, 743,000. 

Les bénéfices nets pour la premiére moitié de 1977 se sont élevés a $5,500,000 ou 54¢ par 
action ordinaire, comparativement & une perte redressée de $2,056,000 ou 22¢ par action au 
cours de la méme période de |’année derniére. Un important facteur ayant contribué a l’amélio- 
ration des bénéfices a été la prime de change du dollar américain qui a contribué environ 
$2,800,000 aux bénéfices nets, comparativement a une perte nette au change de $1,100,000 
encourue au cours de la premiére moitié de 1976. En outre, les résultats de juin 1977 font état 
de la moitié de l’effet estimatif de l’allocation de 3% pour les stocks et de l’extension du 
crédit d’impdt sur les placements annoncés dans les propositions budgétaires fédérales de 
mars dernier, mesures qui ont amélioré nos bénéfices d’environ $800,000. 


BENEFICES NETS CONSOLIDES 
(avant vérification comptable) 
(en milliers de dollars sauf les montants par action) 
Semestre terminé 
le 30 juin 


1977 1976* 
Ventes. moins frais dexpédition .................. Ce $172,033 $146,743 
Autres revenus ........... CO ee ee aoe 460 635 
172,493 147,378 
Prix de revient des produits vendus .......... ee 135,936 122,574 
Frais de vente.......... oe oe oo. 6,835 5,984 
Frais d’administration ...,......... Oe ne 7,419 El 
Amortissement et epuisement ..............:..5.....1.4... 03 10,494 10,874 
Intéréts sur la dette € long terme .............. Ce ee 1,392 1 ALS 
Interets divers .......... es §25 742 
lmpots strte revenue - 4,420 931 
5,472 (2,316) 
Quote-part des bénéfices des participations comptabilisées 

a lavaleur de consolidation...........................%.... 934 Tis 
6,406 (1,603) 

Participation des actionnaires minoritaires 
aux benefices apres Impots ..-..4.............22.... 2. 1,268 382 
5,138 (1,985) 
Revenus miniers (pertés)..................2.....6.5....- 362 (a) 
Beneliceés nets (pees) 22... 0.2.5. yes ivan $ 5,500 ($ 2,056) 

Bénéfices nets (pertes) par action ordinaire 
avant TEVENUS MINICIS 3... ioe. ee a $0.50 ($0.21) 
=~ FEVENUS MIRICIS 9 05..... ou... .. ois. a ee .04 . (01) 
eS tOldl 0... oe. a a $0.54 ($0.22) 
Actions ofdinaires en circulation’......2.....2.............. 0: 9,958,092 9,958,092 


* Les données de 1976 ont été redressées aux fins de refléter l’adoption en décembre 1976, avec effet rétroactif, 
de la méthode de la valeur de consolidation en ce qui a trait a la participation de la Compagnie dans Boise- 
Price Southern Newsprint Corporation. 
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